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ENGROSSED SUBSTI TUTE HOUSE BI LL 2038

State of WAshi ngton 63rd Legislature 2013 Regul ar Session

By House Finance (originally sponsored by Representatives Carlyle,
Hunter, O nsby, Tharinger, Reykdal, and Pollet)

READ FI RST TI ME 04/ 24/ 13.

AN ACT Relating to investing in the education |egacy trust account
for K-12 basic education and higher education by narrowng or
elimnating tax preferences and extendi ng taxes set to expire; anending
RCW 82.04.29002, 82.04.260, 82.08.0293, 82.12.0293, 82.08.0273,
82.04. 4452, 82.63.030, 82.16.050, 82.04.610, 82.12.0263, 82.04.440, and
82. 04. 460; reenacting and anendi ng RCW 82. 04. 260; addi ng new secti ons
to chapter 82.08 RCW adding new sections to chapter 82.12 RCW addi ng
a new section to chapter 82.16 RCW adding a new section to chapter
82.32 RCW adding a new section to chapter 43.135 RCW adding a new
section to chapter 39.42 RCW repealing RCW 82.04.272; prescribing
penal ties; providing effective dates; providing an expiration date; and
decl ari ng an energency.

BE | T ENACTED BY THE LEGQ SLATURE OF THE STATE OF WASHI NGTON:

PART |
Per manent | y Extendi ng t he Busi ness and Cccupati on Surt ax

Sec. 101. RCW 82.04.29002 and 2010 1st sp.s. ¢ 23 s 1101 are each
anmended to read as foll ows:

(1) ((Beginnring—May—1—2010—throughJune30—2013-)) An additional
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rate of tax of 0.30 percent is added to the rate provided for in RCW
82. 04. 255, 82.04.285, and 82.04.290(2)(a). Revenue collected fromthe
additional rate of tax under this_subsection (1) nust be deposited in
the education | egacy trust account created in RCWS83.100. 230.

(2)(a) The additional rate in subsection (1) of this section does
not apply to persons engaging wthin this state in business as a
hospital. "Hospital" has the nmeaning provided in chapter 70.41 RCW but
al so includes any hospital that conmes within the scope of chapter 71.12
RCWif the hospital is also licensed under chapter 70.41 RCW

(b) The additional rate in subsection (1) of this section does not
apply to amounts received from performng scientific research and

devel opment services including but not Ilimted to research and
devel opnent in the physical, engineering, and life sciences (such as
agriculture, bacteriol ogical, biotechnology, chemcal, |life sciences,
and physical science research and developnent |aboratories or
services).

PART | |

Elimnating the Preferential Business and Occupation Tax Rate for
Travel Agents

Sec. 201. RCW82.04.260 and 2012 2nd sp.s. ¢ 6 s 602 and 2012 2nd
Sp.S. ¢ 6 s 204 are each reenacted and anended to read as foll ows:

(1) Upon every person engaging wwthin this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola by-
products, or sunflower seeds into sunflower oil; as to such persons the
anount of tax with respect to such business is equal to the value of
the flour, pearl barley, oil, canola neal, or canola by-product
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2015, seafood products that remainin a raw,
raw frozen, or raw salted state at the conpletion of the manufacturing
by that person; or selling manufactured seafood products that remain in
a raw, raw frozen, or raw salted state at the conpletion of the
manuf acturing, to purchasers who transport in the ordinary course of
busi ness the goods out of this state; as to such persons the anmount of
tax wth respect to such business is equal to the value of the products
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manuf act ured or the gross proceeds derived fromsuch sales, multiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(c) Beginning July 1, 2015, dairy products that as of Septenber 20,
2001, are identified in 21 CF. R, chapter 1, parts 131, 133, and 135,
i ncl udi ng by-products fromthe manufacturing of the dairy products such
as whey and casein; or selling the same to purchasers who transport in
the ordinary course of business the goods out of state; as to such
persons the tax inposed is equal to the value of the products
manuf actured or the gross proceeds derived from such sales nmultiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(d) Beginning July 1, 2015, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
veget ables, or selling at wholesale fruits or vegetabl es manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anmpunt of tax with respect to such
business is equal to the value of the products manufactured or the
gross proceeds derived fromsuch sales nultiplied by the rate of 0.138
per cent . Sellers nust keep and preserve records for the period
requi red by RCW 82. 32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state;

(e) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A. 135; as to such
persons the anount of tax with respect to the business is equal to the
value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manufactured, multiplied by the rate of 0.138 percent; and

(f) Wod biomass fuel as defined in RCW 82.29A 135; as to such
persons the anount of tax with respect to the business is equal to the
val ue of wood biomass fuel manufactured, nultiplied by the rate of
0. 138 percent.
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(2) Upon every person engaging wwthin this state in the business of
splitting or processing dried peas; as to such persons the anount of
tax with respect to such business is equal to the value of the peas
split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the amunt of tax with respect to such
activities is equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.484 percent.

(4) Upon every person engaging wwthin this state in the business of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the sane at whol esale only and not at retail; as to such
persons the tax inposed is equal to the gross proceeds derived from
such sales nultiplied by the rate of 0.138 percent.

(5) ((Ypoen—every—person—engagtng—w-Hhnthi-s—state—+n—thebusiness
of—acting—as—atravel—agent—or—tow—operator—as—to—such-persons—the
oy o I L . | I
Heore—dertved—Hom-such—activites—mubtphled—by—the—rate—ol—-0-275

pereent—

£6))) Upon every person engaging within this state in business as
an international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anmpunt of the tax with respect to only international
activities is equal to the gross inconme derived from such activities
multiplied by the rate of 0.275 percent.

((H)) (6) Upon every person engaging within this state in the
busi ness of stevedoring and associated activities pertinent to the
nmovenent of goods and comodities in waterborne interstate or foreign
comrerce; as to such persons the anmpbunt of tax with respect to such
business is equal to the gross proceeds derived from such activities
multiplied by the rate of 0.275 percent. Persons subject to taxation
under this subsection are exenpt from paynent of taxes inposed by
chapter 82.16 RCW for that portion of their business subject to
taxation under this subsection. Stevedoring and associ ated activities
pertinent to the conduct of goods and comodities in waterborne
interstate or foreign commerce are defined as all activities of a
| abor, service or transportation nature whereby cargo nay be | oaded or
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unl oaded to or from vessels or barges, passing over, onto or under a
wharf, pier, or simlar structure; cargo may be noved to a warehouse or
simlar holding or storage yard or area to await further novenent in
i mport or export or may nove to a consolidation freight station and be
stuffed, unstuffed, containerized, separated or otherw se segregated or
aggregated for delivery or |oaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not limted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

((68Y)) (7)(a) Upon every person engaging within this state in the
busi ness of disposing of |owlevel waste, as defined in RCW 43. 145. 010;
as to such persons the amount of the tax with respect to such business
is equal to the gross inconme of the business, excluding any fees
i nposed under chapter 43.200 RCW nmultiplied by the rate of 3.3
percent .

(b) If the gross incone of the taxpayer is attributable to
activities both within and wthout this state, the gross incone
attributable to this state nust be determned in accordance with the
met hods of apportionnment required under RCW82. 04. 460.

((9Y)) (8) Upon every person engaging within this state as an
i nsurance producer or title insurance agent |icensed under chapter
48. 17 RCWor a surplus line broker licensed under chapter 48.15 RCW as
to such persons, the anpunt of the tax with respect to such licensed
activities is equal to the gross inconme of such business multiplied by
the rate of 0.484 percent.

((291)) (9) Upon every person engaging within this state in
business as a hospital, as defined in chapter 70.41 RCW that is
operated as a nonprofit corporation or by the state or any of its
political subdivisions, as to such persons, the anmount of tax wth
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respect to such activities is equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter.

((+H)) (10)(a) Beginning GCctober 1, 2005, upon every person
engaging within this state in the business of manufacturing conmerci al
ai rpl anes, or conponents of such airplanes, or nmaking sales, at retail
or whol esal e, of comrercial airplanes or conponents of such airplanes,
manuf actured by the seller, as to such persons the anmount of tax with
respect to such business is, in the case of manufacturers, equal to the
val ue of the product manufactured and the gross proceeds of sales of
t he product nmanufactured, or in the case of processors for hire, equal
to the gross incone of the business, nultiplied by the rate of:

(1) 0.4235 percent from Cctober 1, 2005, through June 30, 2007; and

(1i1) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is not eligible
to report under the provisions of (a) of this subsection ((&1)) (10)
and is engaging within this state in the business of manufacturing
tooling specifically designed for use in manufacturing commerci al
ai rpl anes or conponents of such airplanes, or neking sales, at retail
or whol esal e, of such tooling manufactured by the seller, as to such
persons the amobunt of tax wth respect to such business is, in the case
of manufacturers, equal to the value of the product manufactured and
t he gross proceeds of sales of the product manufactured, or in the case
of processors for hire, be equal to the gross incone of the business,
multiplied by the rate of 0.2904 percent.

(c) For the purposes of this subsection ((3-)) (10), "conmerci al
ai rpl ane" and "conponent" have the sanme neanings as provided in RCW
82. 32. 550.

(d) In addition to all other requirenments under this title, a
person reporting under the tax rate provided in this subsection
((+)) (10) nust file a conplete annual report with the departnent
under RCW82. 32. 534.

(e) This subsection ((£&3-)) (10) does not apply on and after July
1, 2024.

(&) (11)(a) Until July 1, 2024, upon every person engagi ng
wWithin this state in the business of extracting tinber or extracting
for hire tinber; as to such persons the anmobunt of tax with respect to
the business is, in the case of extractors, equal to the value of
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products, including by-products, extracted, or in the case of
extractors for hire, equal to the gross incone of the business,
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(b) Until July 1, 2024, upon every person engaging within this
state in the business of manufacturing or processing for hire: (i)
Tinber into tinber products or wood products; or (ii) tinber products
into other tinber products or wood products; as to such persons the
anmount of the tax with respect to the business is, in the case of
manuf acturers, equal to the value of products, including by-products,
manuf actured, or in the case of processors for hire, equal to the gross
i ncone of the business, multiplied by the rate of 0.4235 percent from
July 1, 2006, through June 30, 2007, and 0.2904 percent fromJuly 1,
2007, through June 30, 2024.

(c) Until July 1, 2024, upon every person engaging within this
state in the business of selling at wholesale: (i) Tinber extracted by
that person; (ii) tinber products manufactured by that person from
ti mber or other tinmber products; or (iii) wood products nmanufactured by
that person from tinber or tinber products; as to such persons the
anmpunt of the tax with respect to the business is equal to the gross
proceeds of sales of the tinber, tinber products, or wood products
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(d) Until July 1, 2024, upon every person engaging within this
state in the business of selling standing tinber; as to such persons
the amount of the tax with respect to the business is equal to the
gross incone of the business nultiplied by the rate of 0.2904 percent.
For purposes of this subsection ((£+)) (11)(d), "selling standing
ti nber" neans the sale of tinber apart fromthe | and, where the buyer
is required to sever the tinmber within thirty nonths fromthe date of
the original contract, regardless of the nethod of paynent for the
ti mber and whether title to the tinber transfers before, upon, or after
sever ance.

(e) For purposes of this subsection, the followng definitions

appl y:

p. 7 ESHB 2038
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(1) "Bioconposite surface products” neans surface material products
contai ning, by weight or volune, nore than fifty percent recycl ed paper
and that al so use nonpetrol eum based phenolic resin as a bondi ng agent.

(ii1) "Paper and paper products” nmeans products nade of interwoven
cellulosic fibers held together largely by hydrogen bonding. "Paper
and paper products” includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers; paperboard,
liquid packaging containers, containerboard, corrugated, and solid-

fiber containers including linerboard and corrugated nedium and
related types of cellulosic products containing primarily, by weight or
volume, cellulosic materials. "Paper and paper products” does not

i ncl ude books, newspapers, nmgazi nes, periodicals, and other printed
publications, advertising materials, calendars, and simlar types of
printed material s.

(ii1) "Recycl ed paper" neans paper and paper products having fifty
percent or nore of their fiber content that comes from postconsuner
wast e. For purposes of this subsection ((2)) ((11)(e)(iii),
"postconsunmer waste" neans a finished material that would normally be
di sposed of as solid waste, having conpleted its life cycle as a
consuner item

(iv) "Tinber" neans forest trees, standing or down, on privately or
publicly owmed land. "Tinber" does not include Christmas trees that
are cultivated by agricultural nmethods or short-rotation hardwoods as
defined in RCW84. 33. 035.

(v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and simlar products
obtai ned wholly fromthe processing of tinber, short-rotation hardwoods
as defined i n RCW 84. 33. 035, or both;

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(© Recycled paper, but only when used in the nanufacture of
bi oconposite surface products.

(vi) "Wbod products" neans paper and paper products; dinensiona
| unber; engi neered wood products such as particleboard, oriented strand
board, nedium density fiberboard, and plywod; wod doors; wood
w ndows; and bi oconposite surface products.

ESHB 2038 p. 8
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(f) Except for small harvesters as defined in RCW 84.33.035, a
person reporting under the tax rate provided in this subsection
((22»1)) (11) nust file a conplete annual survey with the departnent
under RCW82. 32. 585.

((3y)) (12) Upon every person engaging within this state in
i nspecting, testing, |abeling, and storing canned salnon owned by
anot her person, as to such persons, the ampbunt of tax with respect to
such activities is equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

((24y)) (13)(a) Upon every person engaging within this state in
t he business of printing a newspaper, publishing a newspaper, or both,
the amobunt of tax on such business is equal to the gross incone of the
business nultiplied by the rate of 0.365 percent through June 30, 2013,
and beginning July 1, 2013, nultiplied by the rate of 0.35 percent.

(b) A person reporting under the tax rate provided in this
subsection ((X4)y)) (13) nust file a conplete annual report with the
depart nent under RCW82. 32. 534.

Sec. 202. RCW 82.04.260 and 2012 2nd sp.s. ¢ 6 s 204 are each
anended to read as foll ows:

(1) Upon every person engaging wwthin this state in the business of
manuf act uri ng:

(a) Wheat into flour, barley into pearl barley, soybeans into
soybean oil, canola into canola oil, canola neal, or canola by-
products, or sunflower seeds into sunflower oil; as to such persons the
anount of tax with respect to such business is equal to the value of
the flour, pearl barley, oil, canola neal, or canola by-product
manuf actured, nmultiplied by the rate of 0.138 percent;

(b) Beginning July 1, 2015, seafood products that remain in a raw,
raw frozen, or raw salted state at the conpletion of the manufacturing
by that person; or selling manufactured seafood products that remain in
a raw, raw frozen, or raw salted state at the conpletion of the
manuf acturing, to purchasers who transport in the ordinary course of
busi ness the goods out of this state; as to such persons the anmount of
tax with respect to such business is equal to the value of the products
manuf act ured or the gross proceeds derived fromsuch sales, multiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records

p. 9 ESHB 2038
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for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(c) Beginning July 1, 2015, dairy products that as of Septenber 20,
2001, are identified in 21 CF. R, chapter 1, parts 131, 133, and 135,
i ncl udi ng by-products fromthe manufacturing of the dairy products such
as whey and casein; or selling the same to purchasers who transport in
the ordinary course of business the goods out of state; as to such
persons the tax inposed is equal to the value of the products
manuf actured or the gross proceeds derived from such sales nmultiplied
by the rate of 0.138 percent. Sellers nust keep and preserve records
for the period required by RCW 82.32.070 establishing that the goods
were transported by the purchaser in the ordinary course of business
out of this state;

(d) Beginning July 1, 2015, fruits or vegetables by canning,
preserving, freezing, processing, or dehydrating fresh fruits or
veget ables, or selling at wholesale fruits or vegetabl es manufactured
by the seller by canning, preserving, freezing, processing, or
dehydrating fresh fruits or vegetables and sold to purchasers who
transport in the ordinary course of business the goods out of this
state; as to such persons the anmpbunt of tax with respect to such
business is equal to the value of the products manufactured or the
gross proceeds derived fromsuch sales nultiplied by the rate of 0.138
percent . Sellers nust keep and preserve records for the period
requi red by RCW 82. 32. 070 establishing that the goods were transported
by the purchaser in the ordinary course of business out of this state;

(e) Until July 1, 2009, al cohol fuel, biodiesel fuel, or biodiesel
feedstock, as those terns are defined in RCW 82.29A. 135; as to such
persons the anount of tax with respect to the business is equal to the
value of alcohol fuel, biodiesel fuel, or biodiesel feedstock
manuf actured, multiplied by the rate of 0.138 percent; and

(f) Wod biomass fuel as defined in RCW 82.29A 135; as to such
persons the anmount of tax with respect to the business is equal to the
val ue of wood biomass fuel manufactured, nultiplied by the rate of
0. 138 percent.

(2) Upon every person engaging wwthin this state in the business of
splitting or processing dried peas; as to such persons the anount of

ESHB 2038 p. 10
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tax with respect to such business is equal to the value of the peas
split or processed, nultiplied by the rate of 0.138 percent.

(3) Upon every nonprofit corporation and nonprofit association
engaging within this state in research and devel opnent, as to such
corporations and associ ations, the ampunt of tax with respect to such
activities is equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.484 percent.

(4) Upon every person engaging within this state in the busi ness of
sl aughtering, breaking and/or processing perishable neat products
and/or selling the sane at whol esale only and not at retail; as to such
persons the tax inposed is equal to the gross proceeds derived from
such sales nultiplied by the rate of 0.138 percent.

(5) ((UYpen—every—person—engagtng—w-tHhinthi-s—state—+n—thebusiness
of—acting—as—atravel—agent—or—tow—operator—as—to—such-persons—the
oy o I L . | I
Heore—dertved—Hom-such—activites—mubtphled—by—the—rate—ol—-0-275

pereent—

£6))) Upon every person engaging within this state in business as
an international steanship agent, international custons house broker,
international freight forwarder, vessel and/or cargo charter broker in
foreign commerce, and/or international air cargo agent; as to such
persons the anmpunt of the tax with respect to only international
activities is equal to the gross inconme derived from such activities
mul tiplied by the rate of 0.275 percent.

((H)) (6) Upon every person engaging within this state in the
busi ness of stevedoring and associated activities pertinent to the
nmovenent of goods and comodities in waterborne interstate or foreign
comrerce; as to such persons the anmpbunt of tax with respect to such
business is equal to the gross proceeds derived from such activities
multiplied by the rate of 0.275 percent. Persons subject to taxation
under this subsection are exenpt from paynent of taxes inposed by
chapter 82.16 RCW for that portion of their business subject to
taxation under this subsection. Stevedoring and associ ated activities
pertinent to the conduct of goods and comodities in waterborne
interstate or foreign commerce are defined as all activities of a
| abor, service or transportation nature whereby cargo nay be | oaded or
unl oaded to or from vessels or barges, passing over, onto or under a
wharf, pier, or simlar structure; cargo may be noved to a warehouse or

p. 11 ESHB 2038
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simlar holding or storage yard or area to await further novenent in
i mport or export or may nove to a consolidation freight station and be
stuffed, unstuffed, containerized, separated or otherw se segregated or
aggregated for delivery or |oaded on any node of transportation for
delivery to its consignee. Specific activities included in this
definition are: Whar f age, handling, |oading, unloading, noving of
cargo to a convenient place of delivery to the consignee or a
convenient place for further novenent to export node; docunentation
services in connection with the receipt, delivery, checking, care,
custody and control of cargo required in the transfer of cargo;
i nported autonobile handling prior to delivery to consignee; term nal
stevedoring and incidental vessel services, including but not limted
to plugging and wunplugging refrigerator service to containers,
trailers, and other refrigerated cargo receptacles, and securing ship
hat ch covers.

((68Y)) (7)(a) Upon every person engaging within this state in the
busi ness of di sposing of |owlevel waste, as defined in RCW 43. 145. 010;
as to such persons the amount of the tax with respect to such business
is equal to the gross inconme of the business, excluding any fees
i nposed under chapter 43.200 RCW nmultiplied by the rate of 3.3
percent .

(b) If the gross incone of the taxpayer is attributable to
activities both within and wthout this state, the gross incone
attributable to this state nust be determned in accordance with the
met hods of apportionnment required under RCW82. 04. 460.

((9Y)) (8) Upon every person engaging within this state as an
i nsurance producer or title insurance agent |icensed under chapter
48. 17 RCWor a surplus line broker licensed under chapter 48.15 RCW as
to such persons, the anpunt of the tax with respect to such licensed
activities is equal to the gross inconme of such business multiplied by
the rate of 0.484 percent.

((291)) (9) Upon every person engaging within this state in
business as a hospital, as defined in chapter 70.41 RCW that is
operated as a nonprofit corporation or by the state or any of its
political subdivisions, as to such persons, the anmount of tax wth
respect to such activities is equal to the gross incone of the business
multiplied by the rate of 0.75 percent through June 30, 1995, and 1.5
percent thereafter.

ESHB 2038 p. 12



©O© 00 N O Ul WDN P

W W W W W W W WPNDNDNDDNMNDNMNDNDDNNMNDNNMNMNMNNMNPPRPPRPPRPPRPERPEPRPRPRPREPE
N o oA WNEFE OO 0o NP WDNPE OO oo N O wWw DN Ee o

((+H)) (10)(a) Beginning GCctober 1, 2005, wupon every person
engaging within this state in the business of manufacturing conmerci al
ai rpl anes, or conponents of such airplanes, or nmaking sales, at retail
or whol esal e, of comrercial airplanes or conponents of such airpl anes,
manuf actured by the seller, as to such persons the anmount of tax with
respect to such business is, in the case of manufacturers, equal to the
val ue of the product manufactured and the gross proceeds of sales of
t he product nmanufactured, or in the case of processors for hire, equal
to the gross incone of the business, nultiplied by the rate of:

(1) 0.4235 percent from Cctober 1, 2005, through June 30, 2007; and

(1i1) 0.2904 percent beginning July 1, 2007.

(b) Beginning July 1, 2008, upon every person who is not eligible
to report under the provisions of (a) of this subsection ((&1)) (10)
and is engaging within this state in the business of manufacturing
tooling specifically designed for use in manufacturing commerci al
ai rpl anes or conponents of such airplanes, or neking sales, at retail
or whol esal e, of such tooling manufactured by the seller, as to such
persons the amobunt of tax wth respect to such business is, in the case
of manufacturers, equal to the value of the product manufactured and
t he gross proceeds of sales of the product manufactured, or in the case
of processors for hire, be equal to the gross incone of the business,
multiplied by the rate of 0.2904 percent.

(c) For the purposes of this subsection ((3-)) (10), "conmerci al
ai rpl ane" and "conponent" have the sanme neanings as provided in RCW
82. 32. 550.

(d) In addition to all other requirenments under this title, a
person reporting under the tax rate provided in this subsection
((+)) (10) nust file a conplete annual report with the departnent
under RCW82. 32. 534.

(e) This subsection ((£&3-)) (10) does not apply on and after July
1, 2024.

(&) (11)(a) Until July 1, 2024, upon every person engagi ng
wWithin this state in the business of extracting tinber or extracting
for hire tinber; as to such persons the anmobunt of tax with respect to
the business is, in the case of extractors, equal to the value of
products, including by-products, extracted, or in the case of
extractors for hire, equal to the gross incone of the business,
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multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(b) Until July 1, 2024, upon every person engaging within this
state in the business of manufacturing or processing for hire: (i)
Tinber into tinber products or wood products; or (ii) tinber products
into other tinber products or wood products; as to such persons the
anmount of the tax with respect to the business is, in the case of
manuf acturers, equal to the value of products, including by-products,
manuf actured, or in the case of processors for hire, equal to the gross
i ncone of the business, multiplied by the rate of 0.4235 percent from
July 1, 2006, through June 30, 2007, and 0.2904 percent fromJuly 1,
2007, through June 30, 2024.

(c) Until July 1, 2024, upon every person engaging within this
state in the business of selling at wholesale: (i) Tinber extracted by
that person; (ii) tinber products manufactured by that person from
ti mber or other tinber products; or (iii) wood products nmanufactured by
that person from tinber or tinber products; as to such persons the
anmpunt of the tax with respect to the business is equal to the gross
proceeds of sales of the tinber, tinber products, or wood products
multiplied by the rate of 0.4235 percent from July 1, 2006, through
June 30, 2007, and 0.2904 percent from July 1, 2007, through June 30,
2024.

(d) Until July 1, 2024, upon every person engaging within this
state in the business of selling standing tinber; as to such persons
the anmount of the tax with respect to the business is equal to the
gross incone of the business nultiplied by the rate of 0.2904 percent.
For purposes of this subsection ((£+2)) (11)(d), "selling standing
ti nber" neans the sale of tinber apart fromthe | and, where the buyer
is required to sever the tinmber within thirty nonths fromthe date of
the original contract, regardless of the nethod of paynent for the
ti mber and whether title to the tinber transfers before, upon, or after
sever ance.

(e) For purposes of this subsection, the followng definitions
appl y:

(1) "Bioconposite surface products” neans surface material products
contai ni ng, by weight or volune, nore than fifty percent recycl ed paper
and that al so use nonpetrol eum based phenolic resin as a bondi ng agent.

ESHB 2038 p. 14
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(i1) "Paper and paper products” nmeans products nade of interwoven
cellulosic fibers held together largely by hydrogen bonding. "Paper
and paper products” includes newsprint; office, printing, fine, and
pressure-sensitive papers; paper napkins, towels, and toilet tissue;
kraft bag, construction, and other kraft industrial papers; paperboard,
liquid packaging containers, containerboard, corrugated, and solid-

fiber containers including linerboard and corrugated nedium and
related types of cellulosic products containing primarily, by weight or
volume, cellulosic materials. "Paper and paper products” does not

i ncl ude books, newspapers, nmgazi nes, periodicals, and other printed
publications, advertising materials, calendars, and simlar types of
printed material s.

(ii1) "Recycl ed paper" neans paper and paper products having fifty
percent or nore of their fiber content that comes from postconsuner
wast e. For purposes of this subsection ((2)) ((11)(e)(iii),
"postconsunmer waste" neans a finished material that would normally be
di sposed of as solid waste, having conpleted its life cycle as a
consuner item

(iv) "Tinber" neans forest trees, standing or down, on privately or
publicly owmed land. "Tinber" does not include Christmas trees that
are cultivated by agricultural nmethods or short-rotation hardwoods as
defined in RCW84. 33. 035.

(v) "Tinber products” neans:

(A) Logs, wood chips, sawdust, wood waste, and simlar products
obtai ned wholly fromthe processing of tinber, short-rotation hardwoods
as defined i n RCW 84. 33. 035, or both;

(B) Pulp, including market pulp and pulp derived from recovered
paper or paper products; and

(© Recycled paper, but only when used in the nanufacture of
bi oconposite surface products.

(vi) "Wbod products” neans paper and paper products; dinensiona
| unber; engi neered wood products such as particleboard, oriented strand
board, nedium density fiberboard, and plywod; wod doors; wood
w ndows; and bi oconposite surface products.

(f) Except for small harvesters as defined in RCW 84.33.035, a
person reporting under the tax rate provided in this subsection
((+2)) (11) nust file a conplete annual survey with the departnent
under RCW82. 32. 585.
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((3y)) (12) Upon every person engaging within this state in
i nspecting, testing, |abeling, and storing canned salnon owned by
anot her person, as to such persons, the amobunt of tax with respect to
such activities is equal to the gross incone derived from such
activities multiplied by the rate of 0.484 percent.

((x4y)) (13)(a) Upon every person engaging within this state in
t he business of printing a newspaper, publishing a newspaper, or both,
the anmobunt of tax on such business is equal to the gross incone of the
busi ness multiplied by the rate of 0.2904 percent.

(b) A person reporting under the tax rate provided in this
subsection ((*4)y)) (13) nust file a conplete annual report with the
depart nent under RCW82. 32. 534.

PART |11
Eli mnating the Sal es and Use Tax Exenption for Bottled Water

Sec. 301. RCW82.08.0293 and 2011 ¢ 2 s 301 are each anended to
read as foll ows:

(1) The tax levied by RCW82.08. 020 does not apply to sales of food
and food ingredients. "Food and food ingredients" nmeans substances,
whether in |iquid, concentrated, solid, frozen, dried, or dehydrated
form that are sold for ingestion or chewi ng by humans and are consuned
for their taste or nutritional value. "Food and food ingredients"” does
not i ncl ude:

(a) "Alcoholic beverages," which neans beverages that are suitable
for human consunption and contain one-half of one percent or nore of
al cohol by vol une; and

(b) "Tobacco,"”™ which nmeans cigarettes, cigars, chewing or pipe
t obacco, or any other itemthat contains tobacco.

(2) The exenption of "food and food ingredients" provided for in
subsection (1) of this section does not apply to prepared food, soft
drinks, bottled water, or dietary supplenments. ((Fer—purpoeses—of—this
stubseet+on—thefoHowmng—detiniti+ons—appty)) The definitions in this

subsection_apply throughout this section unless the context clearly
requi res otherw se.

(a) "Bottled water" neans water that is placed in a safety seal ed
cont ai ner or package for human consunption. Bottled water is calorie
free and does not contain sweeteners or other additives except that it

ESHB 2038 p. 16
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may  contain: (i) Antimcrobial agents; (ii) fluoride; (iii)
carbonation; (iv)_ vitamns, mnerals, and_electrolytes; (v)_oxygen;
(vi) preservatives; and (vii) only those flavors, extracts, or essences
derived froma spice or fruit. "Bottled water" includes water that is
delivered to the buyer in a reusable container that is not sold with
the water.

(b) "D etary supplenent” neans any product, other than tobacco
i ntended to suppl enent the diet that:

(1) Contains one or nore of the follow ng dietary ingredients:

(A Avitamn;

(B) A mneral;

(© An herb or other botanical;

(D) An am no aci d;

(E) Adietary substance for use by humans to suppl enent the diet by
increasing the total dietary intake; or

(F) Aconcentrate, netabolite, constituent, extract, or conbination
of any ingredient described in this subsection;

(1i) Isintended for ingestionin tablet, capsule, powder, softgel,
gelcap, or liquid form or if not intended for ingestion in such form
is not represented as conventional food and is not represented for use
as asoleitemof a neal or of the diet; and

(tit) Is required to be labeled as a dietary supplenent,
identifiable by the "supplenent facts" box found on the |abel as
required pursuant to 21 C.F.R Sec. 101.36, as anended or renunbered as
of January 1, 2003.

((b)y)) (c)(i) "Prepared food" neans:

(A) Food sold in a heated state or heated by the seller;

(B) Food sold with eating utensils provided by the seller,
including plates, knives, forks, spoons, glasses, cups, nhapkins, or
straws. A plate does not include a container or packaging used to
transport the food; or

(C) Two or nore food ingredients m xed or conbined by the seller
for sale as a single item except:

() Food that is only cut, repackaged, or pasteurized by the
seller; or

(I'l) Raw eggs, fish, nmeat, poultry, and foods containing these raw
ani mal foods requiring cooking by the consuner as recomended by the
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federal food and drug admi nistration in chapter 3, part 401.11 of The
Food Code, published by the food and drug adm ni stration, as anended or
renunbered as of January 1, 2003, so as to prevent foodborne ill ness.

(ii1) "Prepared food" does not include the follow ng food or food
ingredients, if the food or food ingredients are sold w thout eating
utensils provided by the seller:

(A) Food sold by a seller whose proper primary North Anmerican
i ndustry classification system (NAICS) classification is manufacturing
in sector 311, except subsector 3118 (bakeries), as provided in the
"North Anmerican industry classification system-United States, 2002";

(B) Food sold in an unheated state by weight or volune as a single
item or

(C) Bakery itens. The term "bakery itens" includes bread, rolls,
buns, biscuits, bagels, croissants, pastries, donuts, Danish, cakes,
tortes, pies, tarts, muffins, bars, cookies, or tortillas.

((€e))) (d) "Soft drinks" neans nonal coholic beverages that contain
natural or artificial sweeteners. Soft drinks do not include beverages
that contain: MIlk or mlk products; soy, rice, or simlar mlk
substitutes; or greater than fifty percent of vegetable or fruit juice
by vol une.

(3) Notwi thstanding anything in this section to the contrary, the
exenption of "food and food ingredients" provided in this section
applies to food and food ingredients that are furnished, prepared, or
served as neal s:

(a) Under a state administered nutrition programfor the aged as
provided for in the older Anericans act (P.L. 95-478 Title Ill) and RCW
74. 38.040(6) ;

(b) That are provided to senior citizens, individuals wth
disabilities, or lowincome persons by a not-for-profit organization
organi zed under chapter 24.03 or 24.12 RCW or

(c) That are provided to residents, sixty-two years of age or
ol der, of a qualified | owinconme senior housing facility by the | essor
or operator of the facility. The sale of a neal that is billed to both
spouses of a marital community or both donestic partners of a donestic
partnership nmeets the age requirenent in this subsection (3)(c) if at
| east one of the spouses or donestic partners is at |east sixty-two
years of age. For purposes of this subsection, "qualified | owincone
senior housing facility" neans a facility:

ESHB 2038 p. 18
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(1) That neets the definition of a qualified |owincome housing
project under 26 U S.C. Sec. 42 of the federal internal revenue code,
as existing on August 1, 2009;

(1i1) That has been partially funded under 42 U S.C. Sec. 1485; and

(tit) For which the lessor or operator has at any tinme been
entitled to claima federal incone tax credit under 26 U. S.C. Sec. 42
of the federal internal revenue code.

(4)(a) Subsection (1) of this section notw thstanding, the retail
sale of food and food ingredients is subject to sales tax under RCW
82.08.020 if the food and food ingredients are sold through a vendi ng
machi ne. Except as provided in (b) of this subsection, the selling
price of food and food ingredients sold through a vendi ng machi ne for
pur poses of RCW82.08.020 is fifty-seven percent of the gross receipts.

(b) For soft drinks and hot prepared food and food ingredients,
ot her than food and food ingredients which are heated after they have
been di spensed fromthe vendi ng machine, the selling price is the total
gross receipts of such sales divided by the sum of one plus the sales
tax rate expressed as a deci nal

(c) For tax collected under this subsection (4), the requirenents
that the tax be collected fromthe buyer and that the anobunt of tax be
stated as a separate itemare wai ved.

Sec. 302. RCW82.12.0293 and 2011 ¢ 2 s 303 are each anended to
read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of food and food i ngredients for human consunption. "Food and food
i ngredi ents" has the sane nmeaning as in RCW82. 08. 0293.

(2) The exenption of "food and food ingredients"” provided for in
subsection (1) of this section does not apply to prepared food, soft
drinks, bottled water, or dietary supplenents. "Prepared food," "soft
drinks," "bottled water,"” and "dietary supplenents” have the sane
meani ngs as i n RCW 82. 08. 0293.

(3) Notw thstanding anything in this section to the contrary, the
exenption of "food and food ingredients" provided in this section
applies to food and food i ngredients which are furnished, prepared, or
served as neal s:

(a) Under a state administered nutrition programfor the aged as
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provided for in the ol der Anericans act (P.L. 95-478 Title I11) and RCW
74. 38.040(6) ;

(b) Wiich are provided to senior citizens, individuals wth
disabilities, or lowinconme persons by a not-for-profit organization
organi zed under chapter 24.03 or 24.12 RCW or

(c) That are provided to residents, sixty-two years of age or
ol der, of a qualified | owincome senior housing facility by the | essor
or operator of the facility. The sale of a neal that is billed to both
spouses of a marital community or both donestic partners of a donestic
partnership neets the age requirenent in this subsection (3)(c) if at
| east one of the spouses or donestic partners is at |east sixty-two
years of age. For purposes of this subsection, "qualified | owincone
seni or housing facility" has the sanme nmeaning as i n RCW 82. 08. 0293.

NEW SECTION. Sec. 303. A new section is added to chapter 82.08
RCWto read as foll ows:

(1) Subject to the conditions in this section, the tax |evied by
RCW 82. 08. 020 does not apply to sales of bottled water dispensed or to
be dispensed to patients, pursuant to a prescription for use in the
cure, mtigation, treatnment, or prevention of di sease or other nedi cal
condi tion.

(2) For purposes of this section, "prescription" nmeans an order
formula, or recipe issued in any formof oral, witten, electronic, or
ot her nmeans of transmi ssion by a duly |icensed practitioner authorized
by the laws of this state to prescri be.

(3) Except for sales of bottled water delivered to the buyer in a
reusable container that is not sold with the water, sellers nust
collect tax on sales subject to this exenption. Any buyer that has
paid at |east twenty-five dollars in state and | ocal sales taxes on
purchases of bottled water subject to this exenption may apply for a
refund of the taxes directly fromthe departnent in a form and manner
prescribed by the departnment. The departnent nust deny any refund
application if the anbunt of the refund requested is | ess than twenty-
five dollars. No refund may be nade for taxes paid nore than four
years after the end of the calendar year in which the tax was paid to
the seller.

(4) The provisions of RCW 82.32.060 apply to refunds authorized
under this section.
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(5) Wth respect to sales of bottled water delivered to the buyer
in a reusable container that is not sold with the water, buyers
claimng the exenption provided in this section nust provide the seller
wth an exenption certificate in a formand nmanner prescribed by the
departnment. The seller nmust retain a copy of the certificate for the
seller's files.

NEW SECTION.  Sec. 304. A new section is added to chapter 82.12
RCWto read as foll ows:

(1) The provisions of this chapter do not apply in respect to the
use of bottled water dispensed or to be dispensed to patients, pursuant
to a prescription for use in the cure, mtigation, treatnent, or
prevention of di sease or nedical condition.

(2) For the purposes of this section, "prescription" has the sane
meani ng as provided in section 303 of this act.

NEW SECTION. Sec. 305. A new section is added to chapter 82.08
RCWto read as foll ows:

(1)(a) Subject tothe conditions in this section, the tax |evied by
RCW 82. 08. 020 does not apply to sales of bottled water to persons whose
primary source of drinking water is unsafe.

(b) For purposes of this subsection and section 306 of this act, a
person's primary source of drinking water is unsafe if:

(1) The public water systemproviding the drinking water has issued
a public notification that the drinking water may pose a health risk
and the notification is still in effect on the date that the bottled
wat er was pur chased;

(1i) Test results on the person's drinking water, which are no nore
than twel ve nonths old, froma laboratory certified to performdrinking
wat er testing show that the person's drinking water does not neet safe
drinking water standards applicable to public water systens; or

(tit) The person otherwi se establishes, to the departnent's
satisfaction, that the person's drinking water does not neet safe
drinking water standards applicable to public water systens.

(2) Except for sales of bottled water delivered to the buyer in a
reusable container that is not sold with the water, sellers nust
collect tax on sales subject to this exenption. Any buyer that has
paid at |east twenty-five dollars in state and | ocal sales taxes on
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purchases of bottled water subject to this exenption may apply for a
refund of the taxes directly fromthe departnent in a form and manner
prescribed by the departnment. The departnent nust deny any refund
application if the anmount of the refund requested is |ess than
twenty-five dollars. No refund nmay be nmade for taxes paid nore than
four years after the end of the cal endar year in which the tax was paid
to the seller

(3) The provisions of RCW 82.32.060 apply to refunds authorized
under this section.

(4)(a) Wth respect to sales of bottled water delivered to the
buyer in a reusable container that is not sold with the water, buyers
claimng the exenption provided in this section nust provide the seller
wth an exenption certificate in a formand nmanner prescribed by the
departnment. The seller nmust retain a copy of the certificate for the
seller's files.

(b) The departnent nay waive the requirenent for an exenption
certificate in the event of disaster or simlar circunstance.

NEW SECTION.  Sec. 306. A new section is added to chapter 82.12
RCWto read as foll ows:

The provisions of this chapter do not apply in respect to the use
of bottled water by persons whose primary source of drinking water is
unsafe as provided in section 305 of this act.

PART |V
Repeal i ng the Nonresident Sal es and Use Tax Exenption

Sec. 401. RCW82.08.0273 and 2011 ¢ 7 s 1 are each anended to read
as follows:

(1) Subject to the conditions and limtations in this section, an
exenption fromthe tax | evied by RCW 82. 08. 020 ( (dees—net—applyto)) In
the formof a remttance fromthe departnent is provided for sales to
nonresidents of this state of tangible personal property, digital
goods, and digital codes((—when)). The exenption only applies if:

(a) The property is for use outside this state;

(b) The purchaser is a bona fide resident of a province or
territory of Canada or a state, territory, or possession of the United
States, other than the state of Washi ngton; and
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(1) Such state, possession, territory, or province does not inpose,
or have inposed on its behalf, a generally applicable retail sal es tax,
use tax, value added tax, gross receipts tax on retailing activities,
or simlar generally applicable tax, of three percent or nore; or

(i) If inmposing a tax described in (b)(i) of this subsection,
provi des an exenption for sales to Washington residents by reason of
their residence; and

(c) The purchaser agrees, when requested, to grant the departnent
of revenue access to such records and other forns of verification at
((his—er—her)) the purchaser's place of residence to assure that such
purchases are not first used substantially in the state of WAshi ngton.

(2) Notwi thstanding anything to the contrary in this chapter, if
parts or other tangi ble personal property are installed by the seller
during the course of repairing, cleaning, altering, or inproving notor
vehicles, trailers, or canpers and the seller makes a separate charge
for the tangi ble personal property, the tax levied by RCW 82.08.020
does not apply to the separately stated charge to a nonresident
purchaser for the tangi bl e personal property but only if the separately
stated charge does not exceed either the seller's current publicly
stated retail price for the tangible personal property or, if no
publicly stated retail price is available, the seller's cost for the
tangi bl e personal property. However, the exenption provided by this
section does not apply if tangible personal property is installed by
the seller during the course of repairing, cleaning, altering, or
i nproving notor vehicles, trailers, or canpers and the seller nakes a
single nonitem zed charge for providing the tangi bl e personal property
and service. Al of the ((reguirerents)) provisions in subsections (1)
and (3) through ((6))) (7) of this section apply to this subsection.

(3)(a) Any person claimng exenption fromretail sales tax under
the provisions of this section nust ((disptay—preet—ef—his—oer—her
ewrent—honrestdent—status—as—providedin—this—seetion) ) pay the state
and local sales tax to the seller at the time of purchase and then
request a_remttance_ from the departnent in_accordance_wth_ this
subsection and subsection (4) of this section. A_ request for
remttance nust include proof of the person's status as a nonresident
at the tine of the purchase for which a remttance is requested. The
request for a remttance nmust also include any additional information
and docunentation_as required by the departnment, which _nmay include a
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description of the item purchased for which a remttance is requested,
the sales price _of the item the anpunt of state and |ocal sales_tax
paid on the item the date of the purchase, the nane of the seller and
the physical address where the sale took place, and copies of sales
recei pts showing the qualified purchases

(b) Acceptable proof of a nonresident person's status includes one
piece of identification such as a valid driver's license from the
jurisdiction in which the out-of-state residency is clainmed or a valid
identification card which has a photograph of the holder and is issued
by the out-of-state jurisdiction. Ildentification under this subsection
(3)(b) nmust show the holder's residential address and have as one of
its |l egal purposes the establishnment of residency in that out-of-state
jurisdiction.

(c) In lieu of furnishing proof of a person's nonresident status
under (b) of this subsection (3), a person claimng exenption from
retail sales tax under the provisions of this section may provide the
seller wwth an exenption certificate in conpliance with subsection
(4)(b) of this section.

(4)(a) ((Nethingitn—this— b [ ~the vendor to meke tax

I I : : | ineludi o L . I
I . , oy . . I T _
an L : . I hod L ded_in{a) of thi I .
to—docunent—an—exenpt—sal-e—to—a-—nonresi-dent—a—selH-er—may—accept—F+rom
Hre —purchaser —a — propertby —conpleted —un-form—exenption —certi-Heate

NN a a¥a N a¥a' a aa a¥a¥a a a¥a - a a¥YaVlasa¥a ala a N a¥a NO a
A v/ v AW, AW
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e)—+ntHeuv—of—using—thenethods—provided +n{a)—and{b)—-oftthis
subsect-on—to—docurent—an—exenpt—sale—to—a nomnrestdent—a—seHer—rmay
capture—the—relevant—data—elements—as—aHowed—under —the—streantined

Fae — under — Hh-s — section — and — who — has — actual — knowledge — that — the
I , C of id T : blichi : L d
o Ll . | : e L it e Liabl
For—the—tax—and—subtect—to—a—penatty—equal—to—the— g+ea%ep —ol—one
Housand—doH-ars—or—thetax—due—on—such-—sales—naddi-tton—both—the
purehaser—and —the—vendor—are—H-able—for—any—penalties—and —+nterest
assessable—under—chapter—82-32RCA-)) (i) Beginning January 1, 2014,

t hrough Decenber 31, 2014, a person_nmy request a remttance fromthe
departnent for state and_ local sales taxes paid by the person_on
qualified retail purchases nmade in Washi ngton between July 1, 2013, and
Decenber 31, 2013.

(ii) Beginning January 1, 2014, a person nmay request a remttance
fromthe departnent during any cal endar year for state and | ocal sales
taxes paid by the_ person_on_qualified retail purchases nade_in
Washington_during the inmmediately preceding_ cal endar_ year_ only. No
application my be nade with respect to purchases nade_ before_ the
i medi ately precedi ng cal endar year.

(b) The remttance request, including proof of nonresident status
and any ot her docunentation and information required by the departnent,
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nmust be nmade using an_electronic application process as prescribed by
the departnment. Only one renmittance request may be nade by a person
per cal endar year

(c) The_ total amount of a remttance request nust be_ at |east
twenty-five dollars. The departnent nust deny any request for a
remttance that is less than twenty-five dollars.

(d) The departnment wll examne the applicant's proof of
nonresident status and any other docunentation and information as
required_in_the application to_ determ ne whether the_ applicant is
entitled to aremttance under this section.

(5)(a) Any person making fraudulent statenents to the departnent,
which includes the offer of fraudulent or fraudulently procured
identification or_ fraudulent sales receipts, in_order to receive a
remttance of retail sales tax is guilty of perjury under chapter 9A. 72
RCW_

(b) Any person_requesting a remttance of sales_tax_ from the
departnment by providing proof of identification or sales receipts not
the person's own, or counterfeit identification or sales receipts, with

intent to_violate the provisions of this_ section, is_gquilty of a
m sdeneanor _and, in addition, is liable for the tax and subject to a
penalty equal to the greater of one hundred dollars or the tax due on
such purchases.

(6) The exenption provided by this section is for both state and
local sales taxes. For purposes of this section, "local sales tax"
neans a sales tax inposed by a |ocal governnent under the authority of
chapter 82.14 RCW RCW81.104.170, or other provision of |aw, and which
IS inposed on the sane taxable event as the state sales tax inposed in
this chapter.

(7) A nonresident who receives a refund of sales tax from the
seller for any reason with respect to a purchase nade in this state is
not entitled to a remttance for the tax paid on_the purchase. A
person who receives both a remttance _under this section and a refund
from the seller wth respect to the sanme purchase nust_ imediately
repay the renmttance to the departnment. Interest as_provided in
chapter 82.32 RCWapplies to amounts due under this section fromthe
date that the departnent nmade the remttance until the anpbunt due under
this subsection is paid to the departnent. A person who receives a
remttance with respect to a purchase for which the person had, at the
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tine the person submitted the application for a remttance, already
received a refund of sales tax fromthe seller is also liable for the
evasion penalty in RCW®82.32.090(7) and is ineligible to receive any
further remttances fromthe departnent under this section.

PART V
Modi fyi ng Tax Preferences for H gh-Tech Research and Devel opnent

Sec. 501. RCW 82.04.4452 and 2010 c¢ 114 s 114 are each anended to
read as foll ows:

(1) I'n conmputing the tax inposed under this chapter, a credit is
al l owed for each person whose research and devel opnent spendi ng during
the year in which the credit is clainmd exceeds 0.92 percent of the
person's taxabl e anount during the sane cal endar year.

(2)(a) The credit is calculated as foll ows:

((())) () Determne the greater of the amount of qualified
research and devel opnent expenditures of a person or eighty percent of
anounts received by a person other than a public educational or
research institution in conpensation for the conduct of qualified
research and devel opnent;

((b)y)) (i) Subtract 0.92 percent of the person's taxable anount
fromthe anmount determ ned under (a)(i) of this subsection;

((=y)) (iii) Miltiply the anbunt determ ned under (({b))) (&) (ii)
of this subsection by ((thetftolHowng-
—For—the—peritod—June—10— 20684 —through—BPecenber—31—2006—the
. : I | I : hich e

the person's average tax rate for that calendar- year or 1.25 percent;
by — For — the — calendar — year — enttng — Becenber — 34— 20406 — and
thereafter-)) 1.50 percent.
(b) For purposes of calculating the credit, if a person's reporting
period is |l ess than annual, the person nmay use an estimated average tax
rate for the cal endar year for which the credit is clainmed by using the
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person's average tax rate for each reporting period. A person who uses
an estimated average tax rate nust nmake an adjustnment to the tota
credit clained for the cal endar year using the person's actual average
tax rate for the cal endar year when the person files its last return
for the cal endar year for which the credit is clained.

(3) Any person entitled to the credit provided in subsection (2) of
this section as a result of qualified research and devel opnent
conduct ed under contract may assign all or any portion of the credit to
the person contracting for the performance of the qualified research
and devel opnent .

(4) The credit, including any credit assigned to a person under
subsection (3) of this section, nust be clainmd agai nst taxes due for
the sane cal endar year in which the qualified research and devel opnent
expenditures are incurred. The credit, including any credit assigned
to a person under subsection (3) of this section, for each cal endar
year may not exceed the |lesser of two mllion dollars or the anount of
tax otherw se due under this chapter for the cal endar year.

(5 For any person claimng the credit, including any credit
assigned to a person under subsection (3) of this section, whose
research and devel opnent spendi ng during the cal endar year in which the
credit is clained fails to exceed 0.92 percent of the person's taxable
anount during the sane cal endar year or who is otherw se ineligible,
the departnent nust declare the taxes against which the credit was
claimed to be immedi ately due and payable. The departnent nust assess
interest, but not penalties, on the taxes against which the credit was

clainmed. Interest nust be assessed at the rate provided for delinquent
exci se taxes under chapter 82.32 RCW retroactively to the date the
credit was clainmed, and accrues until the taxes against which the

credit was clained are repaid. Any credit assigned to a person under
subsection (3) of this section that is disallowed as a result of this
section my be clained by the person who perforned the qualified
research and devel opnent subject to the limtations set forth in
subsection (4) of this section.

(6) A_person nmay not claim a credit _under_ this section if_ the
person_reported an_annual gross_amount, as_reported on_the state
conbi ned excise tax return, of ten mllion dollars or nbore in the prior
calendar year. Taxpayers disallowed from claimng the credit under
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this subsection (6) are not required to refund any credit clainmed in
cal endar year 2013 prior to the effective date of this section

(7) A person claimng the credit provided in this section nust file
a conpl ete annual survey with the departnent under RCW82. 32. 585.

((H—For—the—purpose—of—this—seetion-)) The definitions in this
subsection_ apply_ throughout this_section unless the context clearly
requires otherw se.

(8)(a) "Average tax rate" nmeans a person's total tax liability
under this chapter for the calendar year for which the credit is
clained divided by the taxpayer's total taxable anobunt under this
chapter for the cal endar year for which the credit is claimnmed.

(b) "Qualified research and developnent expenditures" neans
operati ng expenses, including wages, conpensation of a proprietor or a
partner in a partnership as determned under rules adopted by the
departnent, benefits, supplies, and conputer expenses, directly
incurred in qualified research and devel opnent by a person claimng the
credit provided in this section. The term does not include anmounts
paid to a person other than a public educational or research
institution to conduct qualified research and devel opnent. Nor does
the terminclude capital costs and overhead, such as expenses for |and,
structures, or depreciable property.

(c) "Qualified research and devel opnment” ((shalHt—have)) has the
sane neani ng as provided i n RCW 82. 63. 010.

(d) "Research and devel opnent spending” neans qualified research
and devel opnent expenditures plus eighty percent of amounts paid to a
person other than a public educational or research institution to
conduct qualified research and devel opnent.

(e) "Taxable amount” neans the taxable anpbunt subject to the tax
inposed in this chapter required to be reported on the person's
conbi ned excise tax returns for the cal endar year for which the credit
is clained, | ess any taxabl e anount for which a credit is allowed under
RCW 82. 04. 440.

((68))) (9) This section expires January 1, 2015.

Sec. 502. RCWB82.63.030 and 2008 ¢ 15 s 4 are each anended to read
as foll ows:
(1) Except as provided in subsection (2) of this section, the
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departnment ((shalt)) nust issue a sales and wuse tax deferral
certificate for state and | ocal sal es and use taxes due under chapters
82.08, 82.12, and 82.14 RCWon each eligible investnent project.

(2) No certificate may be issued for an investnent project that has
al ready received a deferral under chapter 82.60 RCW or this chapter
except that an investnent project for qualified research and
devel opnent that has already received a deferral may al so receive an
additional deferral certificate for adapting the i nvestnent project for
use in pilot scal e manufacturing.

(3) The departnment may not issue_a certificate under this section
on or after July 1, 2013.

(4) This section ((shalH)) expires January 1, 2015.

PART VI
Elimnating the Public Utility Tax Deduction on Interstate Haul s

Sec. 601. RCWB82.16.050 and 2007 ¢ 330 s 1 are each anmended to
read as foll ows:

In conputing tax there may be deducted from the gross incone the
follow ng itens:

(1) Armounts derived by municipally owed or operated public service
busi nesses, directly fromtaxes |levied for the support or maintenance
t her eof . This subsection may not be construed to exenpt service
charges which are spread on the property tax rolls and collected as
t axes;

(2) Ampbunts derived fromthe sale of comodities to persons in the
sane public service business as the seller, for resale as such within
this state. This deduction is allowed only with respect to water
di stribution, gas distribution or other public service businesses which
furnish water, gas or any other comodity in the performance of public
servi ce busi nesses;

(3) Ampunts actually paid by a taxpayer to another person taxable
under this chapter as the latter's portion of the consideration due for
services furnished jointly by both, if the total anount has been
credited to and appears in the gross incone reported for tax by the
f or mer;
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(4) The ampunt of cash discount actually taken by the purchaser or
cust oner;

(5) The amobunt of bad debts, as that termis used in 26 U S. C. Sec.
166 of the federal internal revenue code, as anended ((er—+enurbered))
as of January 1, 2003, on which tax was previously paid under this
chapter;

(6) Anounts derived from business which the state is prohibited
fromtaxing under the Constitution of this state or the Constitution or
| aws of the United States;

(7) Amounts derived from the distribution of water through an
irrigation system for irrigation purposes;

(8) Until July 1, 2013, anounts derived fromthe transportation of
comodities from points of origin in this state to final destination
outside this state, or from points of origin outside this state to
final destination in this state, with respect to which the carrier
grants to the shipper the privilege of stopping the shipnent in transit
at some point in this state for the purpose of storing, manufacturing,
mlling, or other processing, and thereafter forwards the sane
commodity, or its equivalent, in the sane or converted form under a
through freight rate frompoint of origin to final destination

(9) Anpunts derived from the transportation of comobdities from
points of origin in the state to an export elevator, wharf, dock or
ship side on tidewater or its navigable tributaries to be forwarded,
W t hout intervening transportation, by vessel, in their original form
to interstate or foreign destinations. No deduction is allowed under
this subsection when the point of origin and the point of delivery to
the export elevator, wharf, dock, or ship side are |located within the
corporate limts of the sanme city or town;

(10) Anmounts derived from the transportation of agricultural
commodi ties, not including manufactured substances or articles, from
points of origin in the state to interim storage facilities in this
state for transshipnment, wthout intervening transportation, to an
export elevator, wharf, dock, or ship side on tidewater or its

navi gabl e tributaries to be f or war ded, wi t hout i nt erveni ng
transportation, by vessel, in their original form to interstate or
foreign destinations. If agricultural comvodities are transshipped

frominterimstorage facilities inthis state to storage facilities at
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a port ontidewater or its navigable tributaries, the sane agricultural
commodi ty deal er nmust operate both the interim storage facilities and
the storage facilities at the port.

(a) The deduction under this subsection is avail able only when the
person <claimng the deduction obtains a certificate from the
agricultural commodity deal er operating the interimstorage facilities,
in aformand manner prescribed by the departnent, certifying that:

(1) More than ninety-six percent of all of the type of agricul tural
comodity delivered by the person claimng the deduction under this
subsection and delivered by all other persons to the dealer's interim
storage facilities during the preceding cal endar year was shipped by
vessel inoriginal formto interstate or foreign destinations; and

(i) Any of the agricultural commodity that is transshipped to

ports on tidewater or its navigable tributaries will be received at
storage facilities operated by the sane agricultural comodity deal er
and will be shipped from such facilities, wthout intervening
transportation, by vessel, in their original form to interstate or

forei gn destinations.

(b) As used in this subsection, "agricultural comodity"” has the
sane neani ng as agricultural product in RCW82.04.213;

(11) Amounts derived from the production, sale, or transfer of
el ectrical energy for resale wthin or outside the state or for
consunption outside the state;

(12) Amounts derived fromthe distribution of water by a nonprofit
wat er associ ation and used for capital inprovenents by that nonprofit
wat er associ ati on;

(13) Anmpbunts paid by a sewerage collection business taxabl e under
RCW 82. 16. 020(1) (a) to a person taxabl e under chapter 82.04 RCWfor the
treatnent or di sposal of sewage;

(14) Anmopunts derived fromfees or charges i nposed on persons for
transit services provided by a public transportation agency. For the
purposes of this subsection, "public transportation agency" neans a
muni ci pality, as defined in RCW 35.58.272, and wurban public
transportation systens, as defined in RCW 47.04.082. Publ i c
transportation agencies ((shal)) nust spend an anount equal to the
reduction in tax provided by this tax deduction solely to adjust routes
to inprove access for citizens using food banks and senior citizen
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services or to extend or add new routes to assist |lowincone citizens
and seniors;

(15) Until July 1, 2013, amounts received from_ interstate
transportation. For purposes of this subsection, "interstate
transportation” neans transporting _persons or property between states
or between a state and a foreign country. "State" neans a state of the

United States, the District of Colunbia, the Comobnwealth of Puerto
Rico, and any territory or possession of the United States.

NEW SECTION. Sec. 602. A new section is added to chapter 82.16
RCWto read as foll ows:

(1) Persons taxable both within and wthout this state on the
busi ness of transporting persons or property for hire nust apportion to
this state that portion of gross incone as provided in this section.

(2)(a) Except as otherwi se provided in this section, gross incone
must be apportioned to this state based on the ratio that revenue mles
of the person in this state during the tax period bear to the revenue
m |l es of the person everywhere during the tax period.

(b)(i) If both property and passengers are transported, a person
must determ ne the portion of gross inconme apportioned to this state by
first conputing separate percentages as provided in (a) of this
subsection for property transported and for passengers transported.

(i1) Then separately divide gross incone for each activity by the
total gross inconme fromtransporting persons and property for hire.

(tit) Then multiply the percentage for property transported as
determ ned under (a) of this subsection by the percentage of gross
income fromtransporting property as determ ned under (b)(ii) of this
subsection, and nultiply the percentage for persons transported as
determ ned under (a) of this subsection by the percentage of gross
incone from transporting persons as determ ned under (b)(ii) of this
subsecti on.

(iv) Then sumthe results of both calculations in (b)(iii) of this
subsection and use this percentage to determ ne the portion of gross
i ncone apportioned to this state fromtransporting persons and property
for hire.

(3) For persons that transport gas, oil, petroleum products, or
ot her products by pipeline, gross incone nust be apportioned to this
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state based on the ratio that the total nunber of traffic unitsin this
state during the tax period bear to the total nunber of traffic units
everywhere during the tax period.

(4) The definitions in this subsection apply throughout this
section unless the context clearly requires otherw se.

(a) "Revenue mle" neans the transportation of one net ton of
property or one passenger, for the distance of one mle.

(b)(i) "Traffic unit" nmeans the novenent of one unit of product for
a distance of one mle.

(i11) For purposes of this subsection (4)(b), "one unit" nmeans one
barrel consisting of forty-two United States gallons, except that for
nat ural gas and manufactured gas, "one unit" nmeans one thousand cubic
feet of gas.

PART VI |
Narrow ng B&0O and Sal es and Use Tax Exenptions for Inport Conmerce

Sec. 701. RCW82.04.610 and 2007 ¢ 477 s 2 are each anmended to
read as foll ows:

(1) This chapter does not apply to the sale of tangible persona
property in ((+rpert—o+)) export commerce or to the sale of aerospace
products in inport commerce.

(2) ((Fangiblepersonal—property)) (@) An aerospace product is in

i nport commerce while the ((preperty)) product is in the process of
i nport transportation. Except as provided in (a) (i) through ((&e)))

(iii) of this subsection, ((preperty)) an aerospace product is in the
process of inport transportation fromthe tine the ((preperty)) product
begins its transportation at a point outside of the United States until
the tinme that the ((preperty)) product is delivered to the buyer in
this state. ((Proeperty)) An aerospace product is also in the process
of inport transportation if it is nerely flowing through this state on
its way to a destination in sone other state or country. However,
((proeperty)) an aerospace product is no longer in the process of inport
transportati on when the ((proeperty)) product is:

(((&)) (i) Put to actual wuse in any state, territory, or
possession of the United States for any purpose;

((&b)y)) (i) Resold by the inporter or any other person after the
((property)) product has arrived in this state or any other state
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territory, or possession of the United States, regardl ess of whether
the ((preperty)) product is in its original wunbroken package or
cont ai ner; or

((€e)y)) (iii) Processed, handled, or otherw se stopped in transit
for a business purpose other than shipping needs, if the processing,
handl i ng, or other stoppage of transit occurs within the United States,
including any of its possessions or territories, or the territorial
waters of this state or any other state, regardless of whether the
processing, handling, or other stoppage of transit occurs wthin a
foreign trade zone.

(b) For the purposes of this subsection (2), "aerospace product"”
has the sane neaning as provided in RCW82. 08. 975.

(3)(a) Tangi ble personal property is in export commerce when the
seller delivers the property to:

(1) The buyer at a destination in a foreign country;

(1i) Acarrier consigned to and for transportation to a destination
in a foreign country;

(ii1) The buyer at shipside or aboard the buyer's vessel or other
vehicle of transportation under circunstances where it is clear that
the process of exportation of the property has begun; or

(iv) The buyer in this state if the property is capable of being
transported to a foreign destination under its own power, the seller
files a shipper's export declaration with respect to the property
listing the seller as the exporter, and the buyer immediately
transports the property directly to a destination in a foreign country.
Thi s subsection (3)(a)(iv) does not apply to sales of notor vehicles as
defined in RCW46. 04. 320.

(b) The exenption under this subsection (3) applies with respect to
property delivered to the buyer in this state if, at the tinme of
delivery, thereis acertainty of export, and the process of export has
begun. The process of exportation will not be deened to have begun if
the property is nerely in storage awaiting shi pnent, even though there
is reasonable certainty that the property wll be exported. The
intention to export, as evidenced for exanple, by financial and
contractual relationships does not indicate certainty of export. The
process of exportation begins when the property starts its final and
certain continuous novenent to a destinationin a foreign country.
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(4) Persons claimng an exenption under this section nust keep and
mai ntain records for the period required by RCW82. 32. 070 establishing
their right to the exenption

PART VI |
Repealing the Preferential B&0O Tax Rate for Sellers of Prescription
Dr ugs

NEW SECTION. Sec. 801. RCW 82.04.272 (Tax on warehousing and
reselling prescription drugs) and 2003 ¢ 168 s 401 & 1998 ¢ 343 s 1 are
each repeal ed.

NEW SECTI ON. Sec. 802. Section 801 of this act applies to taxes
due for reporting periods beginning on or after the effective date of
section 801 of this act.

PART | X
Narrowi ng the Use Tax Exenption for Extracted Fue

Sec. 901. RCWS82.12.0263 and 1980 c 37 s 62 are each anmended to
read as foll ows:

The provisions of this chapter ((shal)) do not apply in respect to
the use of biomass fuel by the extractor or manufacturer thereof when
used directly in the operation of the particular extractive operation
or manufacturing plant which produced or manufactured the sanme. For
purposes of this section, "biomass fuel" neans wood waste and ot her
wood residuals, including forest derived bi omass, but does not include
firewood or wood pellets. "Biomass fuel" also includes partially
organi c by-products of pulp, paper, and wood manufacturing processes.

NEW SECTION.  Sec. 902. A new section is added to chapter 82.12
RCWto read as foll ows:

The value of the article used with respect to refinery fuel gas
under this chapter is the nost recent nonthly United States natural gas
wel | head price, as published by the federal energy information
adm ni stration.
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PART X
Techni cal Anendnents

Sec. 1001. RCW82.04.440 and 2011 c¢c 2 s 205 are each anended to
read as foll ows:

(1) Every person engaged in activities that are subject to tax
under two or nore provisions of RCW 82.04.230 through 82.04.298,
inclusive, 1is taxable wunder each provision applicable to those
activities.

(2) Persons taxable under RCW82.04.2909(2), 82.04.250, 82.04.270,
82.04.294(2), or 82.04.260 (1)(b), (c), or (d), (4, ((¥H+—e—12)))
(10), or (11) with respect to selling products in this state, including
t hose persons who are al so taxabl e under RCW 82. 04. 261, are allowed a
credit against those taxes for any (a) manufacturing taxes paid with
respect to the manufacturing of products so sold in this state, and/or
(b) extracting taxes paid with respect to the extracting of products so
sold in this state or ingredients of products so sold in this state.
Extracting taxes taken as credit under subsection (3) of this section
may al so be taken under this subsection, if otherw se allowable under
this subsection. The anmpunt of the credit may not exceed the tax
l[iability arising under this chapter with respect to the sale of those
pr oduct s.

(3) Persons taxable as nmanufacturers under RCW 82.04.240 or
82.04.260 (1)(b) or ((2)) (11), including those persons who are al so
t axabl e under RCW 82. 04. 261, are allowed a credit against those taxes
for any extracting taxes paid wth respect to extracting the
i ngredients of the products so manufactured in this state. The anount
of the credit may not exceed the tax liability arising under this
chapter with respect to the manufacturing of those products.

(4) Persons taxable under RCW82. 04. 230, 82.04.240, 82.04.2909(1),
82.04.294(1), 82.04.2404, or 82.04.260 (1), (2), (4), (((¥H5—+o—22)))
(10), or (11), including those persons who are al so taxabl e under RCW
82.04.261, wth respect to extracting or manufacturing products in this
state are allowed a credit against those taxes for any (i) gross
recei pts taxes paid to another state with respect to the sales of the
products so extracted or manufactured in this state, (ii) manufacturing
taxes paid with respect to the manufacturing of products using
ingredients so extracted in this state, or (iii) manufacturing taxes
paid with respect to manufacturing activities conpleted in another
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state for products so manufactured in this state. The anount of the
credit may not exceed the tax liability arising under this chapter with
respect to the extraction or manufacturing of those products.

(5) For the purpose of this section:

(a) "Gross receipts tax" neans a tax:

(1) Wich is inposed on or neasured by the gross volune of
business, in ternms of gross receipts or in other terns, and in the
determ nation of which the deductions all owed would not constitute the
tax an i ncone tax or val ue added tax; and

(i) Wich is also not, pursuant to law or custom separately
stated fromthe sales price.

(b) "State" nmeans (i) the state of Washington, (ii) a state of the
United States other than Washington, or any political subdivision of
such other state, (iii) the District of Colunbia, and (iv) any foreign
country or political subdivision thereof.

(c) "Manufacturing tax" nmeans a gross receipts tax i nposed on the
act or privilege of engaging in business as a manufacturer, and
includes (i) the taxes inposed in RCW 82.04.240, 82.04.2404,
82.04.2909(1), 82.04.260 (1), (2), (4, ((¥H+——and—(22y)) (10), and
(11), and 82.04.294(1); (ii) the tax inposed under RCW 82.04.261 on
persons who are engaged in business as a mnufacturer; and (iii)
simlar gross receipts taxes paid to other states.

(d) "Extracting tax" neans a gross receipts tax inposed on the act
or privilege of engaging in business as an extractor, and includes (i)
the tax inposed on extractors in RCW82.04.230 and 82.04. 260((+2)))
(11); (ii) the tax inposed under RCW 82.04.261 on persons who are
engaged i n business as an extractor; and (iii) simlar gross receipts
taxes paid to other states.

(e) "Business", "manufacturer", "extractor", and other terns used
in this section have the neanings given in RCW 82.04.020 through
((8204-2128204217})) 82.04.217, notwi thstanding the use of those

terms in the context of describing taxes inposed by ot her states.

Sec. 1002. RCW82.04.460 and 2011 c 174 s 203 are each anended to
read as foll ows:

(1) Except as otherwise provided in this section, any person
earning apportionable inconme taxable wunder this chapter and also
taxable in another state nust, for the purpose of conputing tax
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liability under this chapter, apportion to this state, in accordance
with RCW82.04. 462, that portion of the person's apportionable incone
derived frombusiness activities performed within this state.

(2) The departnent nust by rule provide a nethod of apportioning
the apportionable income of financial institutions, where such
apportionabl e incone is taxable under RCW 82.04.290. The rul e adopted
by the departnent nust, to the extent feasible, be consistent with the
mul tistate tax comm ssion's recommended fornula for the apportionnment
and al l ocation of net inconme of financial institutions as existing on
June 1, 2010, or such subsequent date as nay be provided by the
departnment by rule, consistent with the purposes of this section,
except that:

(a) The departnment's rule mnust provide for a single factor
apportionnment nethod based on the receipts factor; and

(b) The definition of "financial institution"” contained in appendi x
A to the nultistate tax conmmssion's recommended forrmula for the
apportionnent and al |l ocation of net inconme of financial institutions is
advi sory only.

(3) The departnment nmay by rule provide a nethod or nethods of
apportioning or allocating gross incone derived from sales of
t el ecomuni cations service and conpetitive telephone service taxed
under this chapter, if the gross proceeds of sal es subject to tax under
this chapter do not fairly represent the extent of the taxpayer's
incone attributable to this state. The rule nust provide for an
equi tabl e and constitutionally perm ssible division of the tax base.

(4) For purposes of this section, the follow ng definitions apply
unl ess the context clearly requires otherw se:

(a) "Apportionable incone" neans gross incone of the business
generated from engaging in apportionable activities, including incone
recei ved from apportionable activities perfornmed outside this state if
the income would be taxable under this chapter if received from
activities in this state, |ess the exenptions and deducti ons all owabl e
under this chapter. For purposes of this subsection, "apportionable
activities" neans only those activities taxed under:

(i) RCW82.04. 255;

(ii) RCWB82.04.260 (3), ((4)) (5, (6, (7)), (8), (9, and (12);

(iii) RCW82.04.280(1)(e);

(iv) RCWS82.04. 285;
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(v) RCW82.04. 286;

(vi) RCWS82.04.290;

(vii) RCW82.04.2907;

(viii) RCWB82.04.2908;

(ix) RCW 82.04.263, but only to the extent of any activity that
woul d be taxable under any of the provisions enunerated under (a)(i)
through (viii) of this subsection (4) if the tax classification in RCW
82.04. 263 did not exist; and

(x) RCW82.04.260(13) and 82.04.280(1)(a), but only with respect to
adverti sing.

(b)(i) "Taxable in another state" neans that the taxpayer is
subject to a business activities tax by another state on its incone
recei ved fromengaging in apportionable activities; or the taxpayer is
not subject to a business activities tax by another state on its incone
recei ved fromengagi ng i n apportionable activities, but any other state
has jurisdiction to subject the taxpayer to a business activities tax
on such incone under the substantial nexus standards in RCW
82.04.067(1).

(i1) For purposes of this subsection (4)(b), "business activities
tax" and "state" have the sane neaning as in RCW 82. 04. 462.

PART Xl
Transfers to Education Legacy Trust Account

NEW SECTI ON.  Sec. 1101. A new section is added to chapter 82.32
RCWto read as foll ows:

(1) By the |l ast workday of the second and fourth cal endar quarters,
the state treasurer nust transfer the anount specified in subsection
(2) of this section fromthe general fund to the education | egacy trust
account. The first transfer under this subsection (1) nust occur by
Decenber 31, 2013.

(2) By Decenber 15th and by June 15th of each year, the departnent
must estimate the increase in state general fund revenues from the
changes nmade under parts Il through I X of this act for the current and
prior calendar quarters and notify the state treasurer of the increase.

NEW SECTION.  Sec. 1102. A new section is added to chapter 43. 135
RCWto read as foll ows:
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RCW 43. 135.034(4) does not apply to the transfers under section
1101 of this act.

NEW SECTI ON.  Sec. 1103. A new section is added to chapter 39.42
RCWto read as foll ows:

The purpose of repealing or narrowing tax preferences in parts Il
through I X of this act is to support education-related expenditures
from the education |egacy trust account. For this reason, genera
state revenues transferred to the education | egacy trust account under
section 1101 of this act are excluded fromthe cal cul ati on of genera
state revenues for purposes of Article VIIlI, section 1 of the state
Constitution and RCW39. 42. 130 and 39. 42. 140.

PART Xi |
M scel | aneous Techni cal Provi si ons

NEW SECTI ON. Sec. 1201. (1) Except as otherwi se provided in this
section, this act is necessary for the imedi ate preservation of the
public peace, health, or safety, or support of the state governnent and
its existing public institutions, and takes effect July 1, 2013.

(2) Section 202 of this act takes effect July 1, 2015.

NEW SECTI ON. Sec. 1202. Section 201 of this act expires July 1,
2015.

~-- END ---
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